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A Faster Minimum Wage Phase-In Would Help
Low-Wage Workers Who Need it Now

Position Statement in Support of Senate Bill 721
Given before the Senate Finance Committee

The COVID-19 pandemic has highlighted Maryland communities’ deep reliance on the workers who keep families
fed, care for aging adults, and maintain sanitary public spaces. Yet these same workers too often take home wages
that cannot support a family, let alone compensate for the daily risks their jobs require. The General Assembly’s
decision to pass the Fight For $15 legislation in 2019 was major victory for low-wage workers but, since then,
chaos in public health and our economy have made it harder for many to get by. The Maryland Center on
Economic Policy supports Senate Bill 721 because it would expedite Maryland’s path to a $15
minimum wage and prevent counterproductive delays.

After decades of backsliding, we are finally bringing Maryland’s minimum wage back to the purchasing power it
had in the late 1960s. However, the phase-in schedule in the 2019 bill — especially after the delays added through
amendments — does not do enough to keep up with the rising cost of living. Senate Bill 721 calls for a schedule that
responds to today’s economic conditions:

e The bill would bring the minimum wage for most workers to $15 per hour by July of this year, rather than
January 2025 under current law.

e The bill maintains a more gradual phase-in for small employers, bringing the minimum wage to $15 in
July 2023 rather than July 2026 under current law.

e The bill repeals a provision that would allow the Board of Public Works to further delay minimum wage
increases during times of economic difficulty. The fact is, the minimum wage enables low-wage workers
and their families to afford necessities, which supports sales at local businesses and can therefore cushion
the blow of a recession.

Maryland workers simply cannot get by on low wages. Between housing, food, clothing, and other essentials, even
a single adult, working full time and not caring for children, cannot afford a basic living standard anywhere in
Maryland for less than $15 per hour, according to the Economic Policy Institute.! That cost only increases for
workers supporting a family.

A stronger minimum wage would benefit workers of every background, and would be especially meaningful for
women and workers of color, who today are often held back by structural barriers built into our labor market.
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Alarge body of research shows that when families earn enough to afford the basics, the benefits ripple out to
nearly every part of their lives. A 2013 systematic review of academic literature linked higher family incomes to:"

e Fewer families struggling to put food on the table
e Increased spending on children’s clothing, reading materials, and toys
e Fewer behavioral problems, less physical aggression, and less anxiety among children

e Improved academic and cognitive test results, and more years of schooling completed

Decent wages are also linked to individuals’ and families’ physical health, prompting the American Public Health
Association to endorse a higher minimum wage, noting that “current metrics for setting minimum wages
inadequately capture the basic necessities for living in full health.”

Senate Bill 721 would support Maryland’s economy:

e Family-supporting wages are a crucial tool to make Maryland an attractive place to live and work, and to
draw people into the labor market. This leads to a deeper talent pool for employers.

e More than anyone else, families living paycheck to paycheck quickly cycle every dollar of income back into
the local economy by buying essentials.iv A higher minimum wage means higher incomes for precisely the
families who will spend that money fastest. This, in turn, means stronger sales at local businesses, which
allows them to hire more workers.

Finally, the most rigorous economic research undermines catastrophic predictions about the effect of a higher
minimum wage on the economy:

e A study published in 2019 examined 138 state minimum wage changes between 1979 and 2016. The study
found no evidence of any reduction in the total number of jobs for low-wage workers and no evidence of
reductions affecting workers without a college degree, workers of color, or young workers.v

e A 2016 meta-analysis of 37 studies on the minimum wage published since 2000 found minimal
employment effects, particularly for the vast majority of affected workers who are at least 20 years old.vi

For these reasons, the Maryland Center on Economic Policy respectfully requests that the House
Finance Committee make a favorable report on Senate Bill 721.

Equity Impact Analysis: Senate Bill 721
Bill Summary
Senate Bill 721 expedites the phase-in schedule for Maryland’s $15 minimum wage:

e The bill would bring the minimum wage for most workers to $15 per hour by July of this year, rather than
January 2025 under current law.

e The bill maintains a more gradual phase-in for small employers, bringing the minimum wage to $15 in
July 2023 rather than July 2026 under current law.
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Senate Bill 721 also repeals a provision that would allow the Board of Public Works to delay minimum wage
increases when economic indicators suggest a possible recession.

Background

The General Assembly passed legislation in 2019 to increase the statewide minimum wage to $15 per hour by
2026 (with most workers reaching $15 by 2025). However, this law was the product of a series of compromises
that delayed wage increases for most workers and left some out entirely.

Current wage standards are not sufficient to ensure Maryland workers can afford a basic living standard. As of

2018, a single adult working full-time and not raising children would have needed a $15.51 hourly wage to afford a
“modest yet adequate” standard of living in Baltimore City.""! Every other county in Maryland has an even higher
cost of living, and costs are higher for workers supporting a family. Adjusted for inflation, a $15.51 hourly wage in

2018 is equivalent to $16.74 in 2021.
Equity Implications

Because structural barriers in the labor market disproportionately push women and workers of color into low-
wage jobs, strengthening the minimum wage yields especially large benefits for these workers. The table below
summarizes hourly wages for Maryland workers in 2021.

Wage Distribution of Maryland Workers by Race and Gender

Percentile All Workers Men Women White Black
10t $12.50 $13.46 $12.02 $12.89 N/A
3oth $17.99 $19.12 $16.52 $19.95 $16.68
50t (Median) $26.24 $28.11 $24.27 $28.74 $23.00
70th $37.52 $43.11 $33.78 $41.77 $31.72
9ot $68.87 $97.90 $56.98 $93.16 N/A
Source: Economic Policy Institute analysis of 2021 Current Population Survey microdata.

Note: 10"- and 90™"-percentile wage data are not available for Black workers in 2021. Wage data are not
available for other racial and ethnic groups in 2021.

Impact

Senate Bill 721 would likely improve racial, gender, and economic equity in Maryland.
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